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INDEPENDENT AUDITOR'S REPORT

To the Board of Education
Dansville Schools
Dansville, Michigan

\We have audited the accompanying financial statemenls of the govemmental activities, the major fund, and Lhe
aggregate remaining fund information of Dansville Schools as of and for the year ended June 30, 2008, which
collectively comprise the District's basic financial statements as ksted in the table of contents. These financial
slalements are the respeonsibility of Dansville Scheools’” management. Gur responsibility is 1o express opinions on
these financizl statements based on our audit.

We conducted our audit in accordance with auditing standards generally acceptad in the United States of America
and the standards applicatle o firancial audits contained in Governmend Audiling Standsrds, issued by the
Complroller General of the Uniled States. Those standards reguire that we plan and perform the audit o obtain
reasonable assurance abaul whether the financial statements are free of matenial misstatenent.  An audit nclodes
examining, on a kast basis, evidence supporting the amounts and disclosures in the financial slatements. An avdit
alsn includes assessing the accounting principles used and significant eslimzates made by management, as well a3
evaluating the overall financial staterment presentation. We believe that our audit provides a reasonable basis for
OUr ORIRIoNS.

In our opinton, the fnancial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental achiviies, the major fund, and the aggregate remaining fund information of
Dansville Schools as of June 30, 2008, and the respeciive changes in financhal position, thereof for the year then
ended in conformity with accounting principtes generafly accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated Octeber 13, 2008 on
our consideration of Bansville Schools’ internal control over financial reporting and our tests of its compliance with
certatn provisions of laws, regulations, contractls, gran! agreements, and other malters. The purpose of that report
is fo describe the scope of our testing of internal contro! over financial reporting and compliance and the resulls of
that testing, and nct ko provide an opinion on the intemal control over financial reporting or on compliance, That
report is an irdegral part of an audit peformed in accordance with Goverrrment Auditing Standards and should be
considered in assessing the results of our audit,

The managemnent's discussion and analysis and budgetary comparison information as noled in the table of
contents are not a required part of the basic financial statememns bul are supplementary information reguired by
accourting principles generally accepted in the United States of America. We have applied cerain limiled
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the requived supplemendary information. However, we did not audit the information and express no
opinion on il

EasL Lansing = Rochesier Tils = 50 Jchns
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Qur audit was conducted for the purpose of forming opinians on the financial statements that collectively comprise
Cansville Schiools” basic financial statements. The accompanying other supplementary information, as identified in
the table of contents, is presented for the purpose of additional analysis and is not a reguired part of the basic
firancial staternents. The other supplementary information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinton, is faifly stated in all material respects in ralatfon to
the basic financial statements taken as a whole.

7/ .f% Ae,

ABRAHAM & GAFFNEY, P.C.
Certifiad Public Accountants

October 13, 2008
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Dansville Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

This section of Danaville Scheols' annual repart oresents our discussion and analysis of the School District's
financial performance during the year ended June 30, 2008, Please read it in conjunction with the Schoal
Districl's financial staterments, which immediately follow this section.

The Management's Discussion and Analysis, a requirement of GASE 34, is intended to be the Danswille
Schools' management's discussian and analysis of the financial results for the fiscal year ended June 30, 2008

Using this Annual Report

This annual report conststs of a series of financial statements and notes Lo those statements. These stalements
are organized so the reader can understand Dansvile Schocls financially as 2 whole.  The Disirict-wide
Financial Statemenfs provide information aboul the activities of the whote School Districl, presenting Doth an
agaregate view of Ihe School District's finances and longer-term view of the finances. The Fund Financiafl
Staterments provide the next level of detail. For governmental activities, these staterments tell how services were
financed in the short-lerm as well as what remains Tor future spending. The fund financial statements logk at the
School Districl's operalions in more detail 1han the district-wide finangial statemenls by providing information
about the Schogl Bistricl’s most significart funds - the General Fund individually, and the Special Revenue,
Dekl Service, and Capilal Prajedt Cuntds collactively as nonmajor governmental funds.  The remaining
statements, the statement of fidusiary net assels, and slatement of changes in fduciary net aszets, present
financial information about activities for which the School Dislrict acts solely as an agenl for the benefit of
students and parents.

District-Wide Financial Staternents

One of the mosl imporant guestions asked abou! the School District is, "As 2 whole, what is the School
District's financial condition as a result of the year's activities?" The Statemenl of Met Assets and the Statement
of Activitiss, which appear first in the basic financial statemenis, repor informalian on the Schoo! Districl as a
whale and its activities in a way thal helps you answer Lhis guestion. These slatemenis are prepared o include
all agsets and labilities, vsing the accrual basis of accourting, which is similar to the accounting used by most
private-sector companies, Alb of the current year's reventies and expenses are taken inte account regardless of
whern cash is received or paid.

These hvo statements repor the School District's net assels - the difference betwean assets and liabilities, as
reportad in the Statement of Met Assets - as one way o measure the Schoal Disttiet's financial health or
financial position. Qwver time, increasas or desreases in the School District's net assets - as reported in the
Statement of Activities - are indicators of whether s financial heallh s iImproving or deteriorating.  The
relationship between revenues and expenses is the School Dislict's operating resuils. Howaever, the School
District's goal is to provids services to our students, not generate profits as commercial eniilies do. One mus!
consider many other non-financial faclors, such as the quality of the educalion pravided and the safely of the
schools, o assess the overall heallth of Ihe School District.

The Slatement of Nef Assels and Stalemenl of Acliviizs report the governmenlal activities for the School
District, which encompass all of the School Districl's services, including instruclion, supporing services,
athletics, and food service, Froperty taxes, unrestricted State Aid {foundation alilowance revenue), State and
Federal grants, and olher local dotiars finance most of lhese aclivities.

The district-wide financial statemeants are full acorual basis statements. They report &l the Dislrict’s assets and
lizbilities, both short and lang-term, regardless if they are "currently available™ or not. For example, assets that
zre reskricted for use in the Debt Service Funds solaly for the payment of long-term principal or interest are
grouped with unrestricted assets of lhe General Fund. Capital azzels and long-term ohligations of the Distrigt
are reported in the Statemeni of Met Assets of the District-wide financial stalements.

- i -



Dansville Schools

Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Fund Financial Stafements

The fund level financial statements are reporied on the modified accrual basis. Only those assets that are
“measurable” and "available” are reported.  Liabililisz are recognized lo lhe extent that they sre normally
axpectad lo be paid wilh curmenl financial resources.

The fund slatemenlz are formatted lo comply with the legal requiremenls of the Michigan Department of
Education's “Accounting Manual™ In the State of Michigan, the Dislrict's major instrustional and instructionat
support aclivities are reported in the General Fund. Additional activities are reported in their ralevant funds
including: Debt Sarvice Funds; the Special Revenue {School Service) Funds which are comprised of: Food
Service and Athlelics; and the Capital Project Funds.

In the fund financial statements, purchased capilal sssefs are reported as expendileres in the year of
apquisition. Mo capital assets are reported. The issuance of debt is recorded as & financial rezource. The
current year's payments of principal and inferest on iong-term cbligations are recorded as #xpenditures. Future
year's debt abligations are nof recorded.

Summary of Net Assels:

The foltowing summarizes the net assets as of June 30, 2008 with comparative inforrnation for June 30, 2007,

Condensed Slatement of Met Assets
as of June 30, 2007 and 2008

Gavernmental Governmantal
Activities Activities
2007 2008
Assets
Current Aszets B 2135010 ¥ 2634232
Capital Assets 5 578,838 5361 386
Total Assets T.714,848 7.595,618
Liahitities
Current Liabilities 2062653 2,508,370
Moncurrenl Liabilities 3 584 204 _ 2525187
Total Liabilities 5,646,857 5,833,527
Net Assets
Invested in capilal assets, net of related debt 1,885 504 2048 142
Restricted 39,284 185 191
Unrestriclad 33,113 {71,243}

Total et Assers 5 2067001 $..2163.091

- Y-



Dansville Schocls

Management’'s Discussion and Analysis
For Fiscal Year Ended June 39, 2008

Analysis of Financial Position:

As detailed above, the district shows a positive total nel assel value of $2,162,091 for the fiscal year ended June
36, 2008, This staterment has been affected by the following more significanl faclors:

»= Dbt was decreased by a nat $270,000 through paymenls of principal and a currant year refunding
of previously issued dett,

« The Districl increased its short-term borrowing by 200,000 lo $1.2 million, which was needed as a
State Aid Anlicipation Nole to finance short-term cash flow issues.
Hesuits of Dperations:

For the fiscat year ended June 30, 2007 and 2008 the district-wide resuits of operations ware:

Condensed Statertent of Activities
Years Ended June 30, 2007 and 2808

Governmental Governmental
Activities Activities
2007 2008
Revenias:
FPragram Revenues
Charges for Service ] 265,845 ] 281,544
Operaling Geants 524 847 545,165
General Revenuegs
Properly Taxes 813,575 824,448
State School Aid - unrestricted 8,365,545 6,276,790
Investment Earnings 34,068 30,243
Sperial Education county allecation 217,871 258 163
Qther 28,834 72,907
Total Revenues 8,246 716 8,389,246
Functions/Program Expenses:
Insbruction 4,456,908 4,541,548
Supporling services 2,784.515 2.559,955
Faod service 325 741 319,737
Athlalics 258 675 237,754
interest on long-lerm debt 170,928 244,219
Linaliocated depreciation 362,112 381.920
Tatal Expenses 8,366,372 8245 146§
Change in Net Assets B 114,1583) 54100



Dansville Schools

Maragement's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Anzlysis of Resuits of Operations:

During fiscal year ended Junae 30, 2008, the District's net assels increased by 594,100, Severd factors, which
haiped causze the decrease, are discussed in lhe following seclions.

A, Governmental Fund Operating Resuils
The Dislricts expenditures from govermmental fund operations exceeded revenues by 382604 for the
fiscal vear ended June 30, 2008,

B. Depreciation Expense )
The cost of capitat assets s slocated over the useful lives of the assels as depreciation expense. During
2007-2008, District s33eks deprecizied in the amount of $381,930, but the Gistrict capilalized 174,478
warth of capital cullay in The cument year. The net effect was a reduction in the District capital assets of
$217.452.

G. Long-Term Cebt Activities
The District reduced its long-term debt gbligation during 2007-2008 by making principat paymenls
amounting to $3,180,000 which included refunding the 1998 refundging bonds to reduce that debl by
53,120,000 and issued the 2008 Refunding Bonds during the year lo increase debt by 52,930,000,
Additional debl was incurred in the form of ingreased severance pay accrued during the year of $27.062,
Az a result of these activities, net distict long-lerm liabilities decreased by $5242,808.

Resulls of 2007-2008 Operaticns

During fiscal year ended June 30, 2008, the total fund balances of the District's governmental funds increased
by $82,801. A few additional significant factors affecting fund balances during the vear are discussed below.

A. General Fund Operations

The General Fund is the main fund for the Gistrict and includes all lhe cosls relaled 1o educating the sludents of
the Dansville Schools such as:  salaries ang benefils for Teachers, Classroom Parapras, Administrators,
Secretaries, Custodians, Mainlenance slaff, Libranans, Counselars, Bus Drivers and other miscellaneous
positions; teaching supplies, amployee training, utililies, buiding maintenance supplies and other.

The Diglricl's expenditures from General Fund operalions exceeded revenues by 5100,881 for the fiscal year
ended June 30, 2008. The General Fund as of June 30, 2008, has a fund halarice of $252,278.

B. Debt Service Fund Operations

The Debt Service Funds consist of two separate debt funds as follows: Genersl Obtigalion Bonds and Athletic
Facility Debl. The Debl Service Funds are sel up to collect laxes and other local funds and pay annual debt
payments. At Jure 30, 2008, the Gebl Service Funds had 598 308 in fund equity available for future band
payments. The squity amounl of 388,008, less accrued interest payable of 352,125 is restricted for debt service
on lhe dislvict-wide financigl statements.

The School District levies taxes or transfers funds from the General Fund to make debt payment obligations. K
taxes levied and transfers made are not sulficient the School District will borrow funds from the Michigan Schaol
Bond Loan Fund. Any funds borrowed from the Michigan School Bond Loan Fund will be gaid back toward the
end of the bond obligations. For the fiscal year ended June 30, 2008, the Schoal Dislrict did not baraw any
funds from the Michigan School Bond Loan Fund, The Dislrict also had accrued compensated absence
ouistanding at Jung 30, 2008, of $352 424

T



Dansville Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

The Dislrict made principal paymenls from the Debt Service Funds on long-lerm debt gbligations that reduced
the amonnt of the Dislrict’s long-lerm liabilities. Following is the bonded debt activity for the fizcal year:

Principal Princinal Frincipal
Balance Meaw Fayments Balance
Jung 30, 2007 tezuances & Reductinns June 360, 2008

1998 Refunding Bonds 3 3,120,000 b - % 3,120,000 % -Q-
1995 Durant Rezolution Bonds §8.244 - - G8.244
2003 School improvement Bonds 125,000 - 40,000 85.000
2005 Schoal morovement Bonds 210,000 - 20,000 190,000
2006 School Facilily Bonds 40,000 - 20,000 40,000
2008 Refunding Bonds - 2 830,000 - 2,930,000
Total long-lemmn bond obligalions  § 3,583,244 $ 2,930,000 § 3.200.000 % 3,313,244

€. School Service {Special Revenue) Funds

The Dansville Schools also has school service funds that include the following: Food Service Fund and
Athletics Fund,

The Food Service Fund is a fund that repords the food service program. In 2007-2008 lhe Food Service Fund
had revenues of $343,326 and expenditures of $319,737. The Feood Service Fund was self-supporling in the
current year. The Food Service Fund had & fund balance of $27,861.

The Athletics Fund includes all costs for athletic pragrams mcluding IRe cosl for coaches, officials, supplies,
tournaments, and miscellaneogus, In 2007-2008 the Athlelics Fund had revenues of $43,794 and expenditures
of $237,756. The Alhletics Fund generaled $43,754 in revenue from gale receipls, passes, fees, donations, and
pther miscellaneous items. The Athletics Fund musl ke a balanced budget and the Diztrict contributed
£193 961 from the General Fund Io balance the fund, The Alhletics Fund had s fund balance of $1,043.

C. Net Invesiment in Capital Assets

The District's net inveslment in capital assels decreased by $217.452 during the fiscal year. This can be
summarized as {ollows.

Batance et Balance
June 302007 Change June 30 2008
Capital assets § 18,060 546 ! 2,454 ¥ 18,063,000
Less: accumaulated depreciation {12,481 708 } A 218806 } { 12,¥01614 }

Net invesimenl in capital cutlay §..5.578.838 §f 217452 ) $._ 5,361,386

- wii -



Dansville Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2088

MPORTANT ECONOMIC FACTORS
A. State of Michigan Unrestricted Aid (Net State Feundation Grant)
The State of Michigan afd, unrastricted, is determinad with the following varizbles:
a. State of Michigan State Aid Act per student foundation allowance.
b. Sludent Errollment - Blended at 75 percent of prior year's fall count and 25 percent of prior yvear's
winter count,
c. Tite Distriict's non-homestead property valuation.

B. Per Student Foundation Allowance

Annuzlly, the State of bMichigan establishes the per student foundation allowance. The Dansville Schools
foundation allowance was $7,323 per student for the 2607-20068 school year.

L. Student Enrellment
The District's state aid membership count for 2007-2008 was 924 shudents. The District's emrollment decreased

from the prior school year's student caunt. The following summarizes state aid membership th the past three
YEIrs:

FTE Change
Student FTE from Frior Year
2807-2008 924 {24)
20066-2007 948 13
2005-2008 a3h 9

D. Property Taxes levied for General Operations {General Fund Non-Homestead Taxes}

For the year ended June 30, 2008, the Diskrict levied 18 mills of property taxes for aperations {General Fund) on
Mon-Homestead properttes.  Under Michigan faw, the taxable levy is based on the taxable valuation of
praperies. Annually, the taxable valuation increase in properly values is capped at the rate of the prior year's
CPl increase or five (5) percent, whichever is less. At the time of sale, a property's taxable valuation is
readjusted to the State Equalized Value, which is, theoretically, 50 percent of the market value. The District's
non-homestead property lax revenue for the 2007-2008 hiscal year was approximately $408,000.

E. Debt and Sinking Funds Property Taxes

The District's debt fund levy, which is used o pay the principal and interest on bord obligations, is based on the
taxahle valuation of all properies: homestead and nan-homeslead.

For 2007-2008 the District's debt millage levy was 2.3 mills, which generated revenue of approximately
$351,000.

For 2007-2008 the Distrist's sinking fund millage was 3664 mills, which generated revenue of approximately
$145,000.

GENERAL FUNL: BUDGET & ACTUAL REVENUES & EXPENDITURES

Lizted below is an analysis of the ariginal budget and final budget o the final actual,

= Wiii =



Dansville Schools

Management's Discussion and Analysis
For Fiscal Year Ended June 30, 2008

General Fund Revenues and Other Sources - Budgetary Comparison

Warianpes
Actual & Aclual
Origimal Final Original & Final
Fiscal ear Bugaget Bugoet Actual Budgel Budget
F007-2008 $7 480 337 £7.449,181 $7.404,267 1.0% {.51%
2005-2007 7.295123 F.480,238 7.AGT 884 2.4% (.3)%
General Fund Expendituras and Other Usas - Budgetary Comparison
Vanances
Actual & Actial
Criginal Final COriginal & Final
Fiscal Yesr Budaet Budael Actual Budget Budget
2007-2008 $7.463.226 $7.573,150 &7 505,153 (6% BN
2006-2007 7442 544 7812909 7.811.013 (2.31% 2.6%

Original vs. Final Budget:

The Uniarm Budgel Act of the State of Michigan requires that the Board of Education approve the original
tudget for the upcoming vear prcr lo July 1, the start of the fiscal year.

As a matler of practice, Dansvllle Schools amends its budget pericdically during the school year. The June
2008 budget amandment was he final budget fur the fiscal year,

Ravenue Change from Criginal to Final Budaget:

Percent
Tatal Revenues - Criginal Budge! § 7,480,397 100.0
Talal Revenues - Final Budget 7,449 181 100.4
increase in BEudge! Ravenues 31216 X

The original budget was amended downward (o mainly take mte accoun! decreased Slate Aid due lo a reduclion
in students after final counts were taken, a decrease in Federal granl funding a2nd an increase in the county
special education allocation.

The District's final actual general fund revenues were less than the final budget by 343598, a variance of (6%
from Lhe final budget.

- jx -



Dansville Schools

Management’s Discussion and Analysis
For Fiscal Year Ended June 30, 2008

Expenditures Change from Original te Final Budget;

The District's budget for expenditures changed as follows during the vear:

Percen
Tolal Expenditures - Qrigmal Budget % 7.463,225 1080.0
Total Expenditures - Final Budget 7.573,150 101.5
Increase in Budget Expenditures F 109824 1.5

The final budge! was amended wpward mainly to account for additional salary, benefits, and other related costs
that were not planned for at the beginhing of the fiscal vear.

The Diskict's actual expenditures were less than the final bodget by $657.997 or 0.8 percent as cedain
anticipated costs were not incureed in 07/08,

Additional Economic Factors and Next Year’s Budgefs and Rates

Cur elected ofifcials and administration considered many factors when sefting the School Districl's 20602 fiscal
year budget. One of the most important factors affecting the budae! is our studenl cound.  The State foundation
revenua is determined by mulliplying the blended studen! count by the foundation allowanos per oupll. The
blended count for the 2008 fiscal vear is 26 percent and 75 percent of the February 2008 and Seplember 2008
studen! counts, respectively. The 2009 fiscal vear budget was adopted in June 2008, based on an estimate of
students that will be enrollad in September 2008, Approximately 85 percent o 90 percent of total General Fund
revenue is from the foundahion allowance., Under State law, e School Giskict cannel access additionzl
property lax revenue {or general operaghons. As a result, distnct funding s heavily dependent en the Stale's
shifity to fund local school operations. Based on early enrollment dala at the starl of Lhe 2008-2009 school
vears, we anficipate that the fall student count will be similar to the eslimates used in creating the 2009 fiscal
vear budget. Once Lhe final student count and related per pupll funding is validated, Stale law requires the
School District to amend the budget if actual diskict resources are nol sufficient to fund origina! appropriations.

Since the School District's revenus is heavily dependent on State Funding and the status of the State’s School
Aid Fund, the actual revenue received depands ok the State's ability lo collect revenuss to fund its appropriation
to schon! districks,

Contacting the District’s Financial Management
This financial report is desioned to provide our citizens and taxpayers with a general overview of the Distict's

finances. I you have questions about this report or need additional information, contact the Superintendent's
Cifive, Dansville Schools, 1264 Adams Street, P.O. Box 187, Dansville, Michigan 48819,
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Dransville Schools
STATEMENT OF HET ASSETS

June 30, 2008

ASSETS
Current assels
Cash and cash equivalenls
Accounts recaivable
Due from olher governmental units
Invantories

Total current asseats

Moncurrent assets
Capital assefs nof being depreciated
Capital assets, net of
accumulated depreclation

Tolal noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities
Accounts payable
Accrued payroll
Other accrued habilities
Accruad interest payable
Bue to other governmental units
Short-tlerm notes payahble
Current portion of compensated absences
Current portion of losg-term debt

Tatal current labidities

Noncurrent liabilities
Acrrued interest payable
Moncurrenl portion of compensated absences
Moncurrent portion of long-term debl

Total nancurrent liabilities
TOTAL LIABILITIES

MET ASSETS
Invested in capital assels, net of related debt
Reslricled for debt service
Resiricled for sinking fund activities
Unrastricted

TOTAL NET AGSETS

See accompanying notes to inancial staterments.

Governmental
Activities

$

1,382,200
1,823
1,227,141
13,068

2,534,232

130.000

5,231,388

5,361,386

7.985,618

210,450
495,897
128,900
76,590
42430
1,200,000
17,821
336,432

2,508 370

13.542
334 803
2,976,812

3,328,157

5,833 527

2,048,142
45,883
130,308
(71,242)

2,182,001



Gansville Schools
STATEMENT OF ACTIVITIES

Year Ended June 30, 2008

Met {(Experse}
Revenuas and
Changes in
Frogram Revenues Met Assetls
Charges for Operating Governmental
Functions/Programs Expenses Servicas Grants Activities
Governmental activitias
Instruction ] 4,544 549 % - 322,734 & (4,218,815
Supporting services 2,558,855 - 116,885 {2,443,070}
Food Service 319,737 237,750 105,546 23,559
Atbletics 237 756 43 780 (193,966}
Interest and feas on long-term debt 244 219 - {244, 299)
Unallocated depreciation 381,830 - {391,9300
TOTAL GOVERNMEMTAL ACTIVITIES ] 8,295 146 % 281,540 545,165 {7,468,441)
General Revenuas
Property taxes 924 448
Elate school aid - unrestricted 6,276,790
Investment earnings 30,233
Special education county allocalion 258,163
idiscellaneous 72,807
TOTAL GENERAL REVENUES 7 562,541
CHAMGE IM MET ASSETS g, 100
et assets, beginning of year 2 087,921
et assets, end of year 3 2. 162,081

See aceompanying notes ko financial statements.




Dansville Scheols

GOVERNMENTAL FUNDS BALANCE SHEET

ASESETS
Cash and cash equivalents
Accounts receivable
Cus frarm other inds
Cue from ofher gevernmenkal units
Inveniaries

TOTAL ASSETS

LIABILITIES AND FUMD BALANCES

LIABILITIES

Accounts payable

Accreed payroll

Accnsed interest payable - short term debt
Other accnued liahbilities

Bue ko sther governmental units

Bue ko sther funds

Short-term notes payable

TOTAL LIABILITIES

FUMND BALAMCES
Reserved for
lnventories
Cebt service
Unreserved
Undesignated, reperted in:
¢seneral fund
Special revenue funds
Capilal projects fund

TOTAL LIABILITIES
AND FUND BALANCES

See accompanying nobes to inancial stalements.

Jupe 30, 2008

Monmajor Total
Govemmeanla! Governmental

General Funds Funds
$ 4,047,530 & 274 670 $ 1,392,200
1,823 - 1,823
15,861 33,356 40 217
1,227,141 - 1,227,141
14,700 2,369 13,068
$ 2373084 S 310,385 $ 2683449
& 204,904 & 5,548 % 210,450
473,129 22,758 495 897
38,007 “ J8,007
128,300 128,900
42 480 - 42,480
33,258 15,861 49217
1,200,600 - 1,200,000
2,120,786 44165 2,764,851
19,709 2.359 13,068
- 98 008 98,008
241,569 - 244,569
- 26,545 25,545
- 139,308 139,308
252,278 286,220 518,498
& 2373064 & 310,385 $ 2683448




Dansville Schoals

RECONCILIATION GF THE GOVERNMENTAL FUUNDS BALANCE SHEET TO
THE STATEMENT OF NET ASSETS

June 30, 2008

Total fund batance - governmental funds ] 518,498

Amuunts reparled for the governmentsl activities in the statement of nel assels arg different because:

Capital aszets usad in governmeantal aclivilies are not financial resources
and therefore are not reported as assets in the govemmental funds.

The cost of capidal assels is ' 18,063,000
Accumulated depreciation is (12,701,614}
5,361,386
Some items reported in the statement of activities do not reguire the use of cument financtal
resources and therefore are not reported as expendifures in governmental funds. These
activities consist of:
Bonds payable 3,313,244
Accrued interest payable on lgng-term debt o2, 125
Compensated absences 352,424
(3,717,793
Meat assets of governmental activities F  z2162.0Mm

See accompanying notes to financial statements.



Dansville Schools

STATEMENT OF REVEMUES, EXPENDITURES, AMD CHANGES |M FUND BALANGES -
GOVERNMENTAL FUNDS

“Yaar Ended June 30, 2008

Monmajor Totals
Governmental Governmeantal
General Funds Funds
REVENUES
Local sources ¥ 429 721 3 Tarass & 1,227.576
State sources 6,555,099 16,319 6,571,413
Federsl sources 153977 89,227 243 204
TOTAL REVENUE T.138,797 903,401 2,042,198
EXPENDITURES
Current
inslruction 4,514,457 - 4,514 457
Zupporting senvices 2,700,217 - 27002197
Food service - 319,757 38737
Athletics - 237,756 237756
Capital outlay - 34,216 34,216
Debt service - 484 447 484 442
TOTAL EXPENDITURES 7,218,674 1,076,151 8290 825
EXCESS OF REVENUES
(UNDER) EXPENDITURES (75.877) {172,750} {248,627}
OTHER FINANCING SOURCES {USES)
Bond premium - 81,553 81,553
Transfers fram other funds - 280,478 280,472
County special education allocation 258,163 - 258,163
FPayments from other districls 7.332 - V.33
Bond proceeds - 2,830,000 2,830,000
Payments to bond escrow - (2,845, 820) {2.945.820)
Transfers to other funds {200,473) - {200,479
TOTAL OTHER FINANCIMNG SOURCES [USES) {24.584) 356,212 331,228
MET CHAMGE 1M FUND BALAMNCES (100, 861) 183,462 82,60
Fund hatances, beginning of year 3483 139 82 758 435,897
Fundg balances, end of year % 252218 & 266220 & 518,498

See accompanying noles to financial slatements.



Cansville Schools

RECONCIIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIWVITIES

Year Ended June 30, 2008

MNet change in fund balances - total governmental funds 3 82,601
Amounts reported for governmenlal aclivities in the statement of ackvilies are different becausa:
Capital ouliays are reported as expenditures in governmenlal funds. However, in the

statemneni of activilies, the cost of capilal assets is allocated over their estimated useful lives
as depreciation expense. In the current period, lhese amounts are;

Capital outlay 5 174 478
Ceprecialion expense {391,930}
Excess of depreciation expense over capital outlay {217 452)

Rapayment of long-term debt and bomowing of long-term debt is reported as expenditures and
and gther financing sources in governmental funds, but the repayment reduces long-term
liahilities and the horrowings increase long-term liabilities in the statement of net assets.

in the curenl year, these amounts cansist of:

Long-term debt principal retirements 3,200,000
Bond proceads {2.830.000)
PELREA
Some itemns raparted in the statement of activities do not require the use of current financial
resources and therefare are nat reported as expenditures in governmentat funds. These
aclivities congist of:
{Increase) in accrued interest payable an long-term debt {13,957)
{Increase) in compensated absences (27,042)
{41.045)
Change in net assets of gevernmental activities 3 &4, 100

See acoompanying notes te financial slatements.



Dansviffe Schoopls
Fiduciary Fund

STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2008
Private
Purpose Agency
Trust Funds Fund
ASSETS
Cash ) 42 425 F 83,782
LIABILITIES
Due lo studenl groups 3 83,782
MET ASZETS
Held in trust for scholarships 42925
TOTAL LIABILITIES AND NET ASSETS $ 42,925

See accampanying notes ta financial statements.



Dansville Schools
Fiduciary Funds
STATEMENT OF CHANGES IN FIDUCIARY NMET ASSETS

Year ended June 30, 2008

Frivate
Purpose
Trust Funds
ADDITIONS
Inyestment earnings
Interest L 1,935
DECUCTIONS
Uther supporling services 13,158
CHANGE I NET ASSETS (11,223}
Met assets - begirming of year 54 148
Met assets - end of year 3 42,5925

See accompanying notes to financial statements.



Dansville Schools
MOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The firancial statements of Dansville Schools have heen prepared in conformity with accounting principles
generally accepted in the United States of America {GAAP] a8 applisd to governmental units. The Governmeantal
Accourding Standards Board (3ASB) is the accepted standard-sefting body for establishing governmental
accounting and financial reporting principles.  The Distict's more significant accounting policies are described
beiow.

1. Reporting Enblity

As renuired by accounting principles generally accepted in the United States of America; GASB Staternent No. 14,
The Financial Reporling Entify {as amended by GASB Siatement Nao. 38); and Staterment on Michigan
Governmental Accounting and Auditing No. 5 these financial stalements present the financial activities of
Dansville Schools {primary governmenty, The Districl has no activities thal would be classified as component
units.

Based upon the application of these criteria, the financial statements of the Diskrict contain all the funds controlted
by the Districl.

Z. Basis of Presentalion

DISTRICT-WIDE FINANCIAL STATEMENTS

The statemeant of net assets and the statement of activities (the district-wide statements) present information for the
district as a whole. Al non-fiduciary activities of the primary government are included (i e, fiduciary fungd aclivitics
arg nol included in the district-wide statements). Interfund aclivily has been eliminated in the preparation of the
district-wide financial statements.

The staternent of achivities presents the dirgct functional expenses of the District and the program revenues that
support them. Divect expenses are specifically associated with a service, program, or department and are
therefore clearly identifiable o a particular function. Program revenues are associated with specic functions and
include charges o recipients of goods of services and grants and contributions that are reslricted to meeting the
operational or capital requirements of that function, Revenues that are not required to be presented as program
revenues are general revenues. This includes all taxes, interest, and unrestricted State aid payments and shows
how governmental functions are either selifinancinog or supported by the general revenues of the District,

FUND FINANCIAL STATEMENTS

The District uses funds to maintain #s financial records during the year. A fund is defined as 3 fiscal and
accourting entity with a self batancing set of accounts, The District utilizes governmental and fiduciary funds.

The governmental fund financial statements present the District's individoa! major fund and aggregated nonmajor
funds. A separate cclomn is shown for the major fund on the balance sheet and statement of revenues,
expenditures, and changes in fund balances. MNonmajor funds are combined and shown in a single column,. The
fiducliary funds are reporfed by type.

The major fund of the District is:

a. General Fund - The General Fund is used to account for money of other resources provided to the District to
suppart the educalional programs and general operations of the Districh.



Dansvile Schools
MOTES TO FINAMCIAL STATEMENTS

June 303, 2008

NOTE A: SUMBMARY OF SIGNIFICANT ACCOLUNTING POLICIES - CONTINUED

3. Measurement Focis

The district-wide and fiduciary fund financial statements are presented using the sconowic resources
measurement focus, similar bo that used by busingss enlerprises or not-for-profit organizations. Because another
measurement focus i3 used in the governmental fund firaocial slaternents, reconcitiations o the dislichwide
stalements are pravided that explain the differences in detail.

All governmental funds are presented using the current financial resources measorement facus. Witk this
measurement focus, only current assets and current liabilities generally are inciuded on lhe balance sheet
Operating statements of these funds present mcreases (i.e., revenues and other financing sources) and decreases
{i.e., expenditures and other financing uses) in net current assels.

There is no measurement facus Tor the fiductary agency fund since assets equal habililies.

4. Basis of Accaunting

Basis of accourting refers to Lhe timing under which transacions are recognized for financial reporting purposes.
Governmenlal fund financial staterments use the modified accrual basis of accounting,.  The district-wide and
fidusiary fund financial slatements are preparad using the accrual basis of accounling.

Under the accrusl basis of aceounting, revenue iz reconrded in the period in which it is earned and expenses are
recorded when incumed, regardiess of the liming of refated cash flows. Property tax revenue is recognized in the
fiscal vear for which it is levied. Revenues for grants, entitterments, and donations zre recogmized whan all
dligibility requiremenls impesed by Lhe provider have been met. Deferrad revenue is recorded when respurces are
received by the District before it has legal claim to them, such as when grant monies are received prior to the
incurrence of qualified expenditures,

Urder the modified accrual basis of accounting, revenues are recognized when susceptitle to accrual {i.e., when
they become bath messurable and available). “Measurable” means the amount of the transadion can be
determined and "available” means collectible within the current periad o soon enough thereafter 1o be used to pay
liabilities of the current pericd. Revendes susceptibls to accrual include properly taxes, stale and federal aid. and
interest revenue. Other revenues are not susceptible lo acorval because generally they are not measurahle unlil
received in cash. Expengitures are recorded when lhe relfated fund Lability is incured, axcept far principal and
interest on general long-teren debt which are recorded when due,

The District reports deferred revenue on its governmental funds balance sheet, when it is appropnately prasent,
Deferred revenues arise when notentia) reverive does not meet bath the "measurable” and "available” criteria for
recognition in the current peried. Resources are considered available if they are collected during the current fiscal
year or scan anouph afterward ta be used in payment of cument year labilities - defined as empecied to be
received within sixty days of year-end. Deferred revenues also arise when the District receives resources befare it
Ras alegal daim to them. In subsequent periads, when bolh revenue recognition criteria are met, the lighility for
deferred revenue is removed fram the baiance sheel and revenue is recognized.

5. Budoets and Budaétsry Accounting

Budgets are adopted on a basis consistent with accounting principles generally accegred in the United States of
America. Annuat appropristed budgets are adopted for all required governmental fund types.

The District does not maintain a formalized encumbrance accouniing systern. Al annval appropriations lapse st
fiscal year end,

-0 -



Danzville Schools
MOTES TO FINAMCIAL STATEMENTS

Jume 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT AC CGLUNTING POLICIES « CONTINUED
5. Budgets and Budgstary Accounting - Continued

The District follows these procedures in establishing the budgetary data reflected in the financial staternents:

&. The Superinlendent submits to the School Board a proposed operating budget for the fizcal year commencing
on July 1. The operating budget includes proposed expenditures and the means for financing them,

k. Public hearings are conducted to obtaln taxpayer comments.

& Prior to July 1, the budget is legally adopted by School Board resotution pursuant lo the Uniform Budgeting
and Accounting Act {P.A. G621 of 1978). The Act requires that the budget be amended prior to the end of the
fiscal year when necessary to adjust acproprigtions if it appears lhat revenues and other financing sources will
net be in excess of onipinal astimates. Expenditures shall not be made or incured, unless autherized in the
budget, in excess of the amounts apprapriated.

d. The budgels are legally adopted to the funclional level; however, they are mainlained at the object level for
contral purposes.  Any revisions that alter the otal expenditures at the functional level mus! be approved by
the School Board.

e. Formal budgetary integration is emploved as & managemenl conled device during the year for all
governmental fund fypes,

f.  The budget, as presented, has been amended in & legally permissible manner. One {1} supplemantal
approprialion was mada during the vear, with the firal ane on June 25, 2008,

6. Cashand Cash Equivaients

Cazsh and cazh equivalenls consist of checking, savings, and money market accourits and pooled investmenl
fund=. Casi equivaients are recorded at markel value.

7. Shod-term interfurd Receivables/Payahles

During the course of operations, numerous transactions ooccur between individual funds for goods provided or
services rendered. These receivables and pavables are ciassified a3 “due from other funds” and "due to ather
furds” on the governmental funds batance sheel,

8. |nventories

Irnventories are stated at cosl on a first infirst out basis. The Food Services Fund inventory conzists of food and
paper goods. [nventory amourts are equally offset by & fund balance reserve in the fund financial slatements
which indicates that they do not constitute "available spendable resources” even though they are a componant of
nat current assets.

% Due From Other Governmental Linifs

Crue from olher governmental units consists of various amounts owed to the District for grant programs and State
Aid paymenls, The State of Michigan's funding stream of State Akt payments resulls in the final two (2} payments
far the fiscal year ended June 30, 2008 to be paid in Juiy end August 2003, Of the total amount of $1,227,141 due
fram other governmental units, $1,180.588 consists of Slate Aid and the remainder, 326,553 s uncollected lax
receivables from lecal municipalities.

L



Diansville Schools
MOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

10. Coapital Assels

Capital assets include lznd, buidings, equipment, and vehicles and are recorded {net of accumulated deprectation,
if zpplicable’ in the district-wide finzncizl statements. Capital assels are those with 2 estimaled useful life of more
than ong year. Capital assels are not recorded in the governmentzl funds.  Instead, capitzl asquisition and
construction are reflected as expendiiures in governmental funds, and the related assels are reported in the
district-wide financial statermnents. Al purchased fixed assets are valued at eost where histonical records are
avallable and at an estimated historical cost where ne historical records exist. Donated capilal assels are valued
at their estimated fair market value on the date received.

The cost of normal maintenance and repairs that do not add o the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following usefu! lives:

Buildings and additions 20 - 50 years
Equipment and fumilure 5- 20 years
Yehicles & years

The District has no assels that would be classified as infrastruciure assets,

i1. Compensated Absences

Based on the requirements of GASB Statement Mo, 16, Accounting for Compensated Absences, the District has
recorded all labilibes associated with compensated absences,  Accumulated vested severance amounts and
nonvested severance amounts that are probable te ves! and be paid at termination are considered payable from
future resources and are recorded aleng with the related payroll taxes as a leng-terma liabllity in the district-wide
financial statements.

12. Shert-Termn Mote Obligations

Short-term debt! is recognized a@s a liability of a governmental fund and is included on the balance sheet of the
applicable fund. During the curent year the Diskrict borrowed funds to meet shor-tenm cash fiow bamowing needs.
The final payment is due and payable in August 2008, and anticipated State Aid s expected to be sufficient to
eover this commitment.

13. Acenied Interest Payable

Accrued interest is presented for long-term obligations in the disticl-wide statements in two components: the
portion of accrued interest payable that s due within one year is reporited as a current liability, the remaining
amount that is not due within one year has been reported as a noncurrent liabikty.  The interest payable on the
Durant Resalution bonds that were dee May 15, 2003, 2004, 2305, 2007 and 2008 3 showo s a noneument
liability due to the State of Michigan deferring these pavments untl]l May 15, 2012,

i4. Long-tern Oblications

Long-lerm debt is recognized as a liability in the district-wide statements when incumred. The portion of those
tiabilities expected to be paid within the next year is a current liability with the remaining amounts shown as long-
term.

Long-term debt is recognized as a liability of 2 governmental fund when due or when resources have been
accumulated in @ Debt Service Fund for payment eary in the following year. For other long-terrn obligations, only
that portion expected to be finahced from expendable available financial resaurces is reported a5 a fund ligbility of
a govermmental fund,

-fZ -



Cransville Schools
MNOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

15, Property Taxes

Froperty taxes levied by the Disfrict are collected by various municipaliies and pericdically remitied to the District,
The taxes are levied as of December 1 and are dus upon receipt of the billing by the taxpayer. The actual due
date is February 14, after which lime the bills become delinquent and penailies and interest may be assessed by
the collacting entity. Schoo! District property fax revenues are recognized when levied {o the extent that they result
in curent revenus (collected as of yvear-endl  Amounts received subsequent to June 30 are recognized as
revenue when coliected,

The District levies toxes of $18 per $1,000 of taxable valuation on nonhomestead propery for general
governmental services, §2.30 per $1.000 of taxable valuation on the lotal applicable texable wvaluation of all
property within the Disfrict for debt service, and $.96684 cer $1,000 of taxable valuation on the total applicable
faxable vatuation of all property with the Dislrict for capital project sinking fund purgoses. The District is also
permitted o levy additional amounts for enhancement andfor debl service i voler approval is oblained.

16. Slale Foundation Revenus

Beginning with the fiscal year ended June 30, 1985 the Slate of Michigan adopled a foundation granl approach,
which provides far a specific annual amount of revenue per student based on a slatewide formula,  Prior to the
fiscal vear ended June 30, 1995 the Slate utilized o district power equalizing approach. The foundation is funded
from State and local sources, Revenues frorn Stale sources are primartly governed by the School Aid Act and the
School Cade of Michigan. The Michigan Department of Education administers the allocalion of State funds lo
=chaol districls based on inforration supplied by the disticts. For the year ended June 30, 2008, the foundation
allowance was based on the average of pupll membership counts taken in Seplember 2007 and February 2007,
The average calculation was weighted 75% far the September 2007 count and 25% for the Febreary 2007 count.

The State portion of the foundation is provided primarily by a State education property tax millage of 6 mills and an
aflocated portion of Slate sales and other taxes. The local portion of the foundation is funded primarily by
norhomestead property taxes, which may be levied at a rale of up o 18 mills. The Stale revenue is recognized
during the foundation period {cumently the fiscal year) and is funded thraugh nine {9} payments made during the
fiscal year and two {2) paymenls made subsequent lo year-end. The local revenue is recognized as oulined
above under Property Taxes.

17. Slate Caleqorical Revenue

The Dislrict also receives revenus from the State o administer certain categorical education programs. State rules
require that revenue earmarked for these programs be expended for He specific purpose.  Categosical funds
received which are not expendead by the close of the fiscal year have been reported as deferred revenue,

18. County Special Educalion Revermie Allocation

The milage was callected by Ingham Intermediate School Diskrict (IS0 and the pavments to the District were
based on the most recent 13D budget st the time of allocation of excess revenues, after all N1SD costs kad been
reimbursed. The allocation is paid pro rata based wpon the K-12 pupil enrallment, including Special Education
students enrolled at 1ISD, of the District compared {o the total County wide enrallment. The ¥-12 enroliment for the
Digtrict is defined 25 the blended official count for the State foundation grant. The Diskrict continued o receive
revenue based on excess funds remaining from a Countywide Special Education millage approved in prior years.
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Dansville Schoals
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

19, Interfund Transactions

Interfund transaclions are repored as eilber Ipans, services provided, reimbursements or transfers, Loans are
reporded as interdund receivables and payables as approprate and are subject to elirmination upoh consolidation.
Services provided, deemed ke be al markel gr near market rates, are beated as revenues and
expendilures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate benefiting
fund and reduces ils related cosl 25 a reimburzement. Al other interfund transactions are treated as transfers on
the governmental flund finansial slatemenls. Transfers are nelted as part of the reconciliation o the distnict-wide
financial statements.

20. Federal Programs

Federal programs are accounted for in the Generat Fund and specific Special Revenue Funds.

2. Comparative Data

Comparative data fogr the prior vear has ot been presentad in the basic financial statements since their incdusion
wolld make the staternents unduly complax and difficu® fo read.

NOTE B: CASH AND CASH EQUIVAL ENTS

In accordance with Michigan Public Act 451 of 1978, Section 1223{1), a5 amended, the District is apthorized to
invest ts surplus funds in the lotowing types of investments:

1. Bonds, bilks, or notes of the United States; obligations, the principal and interest of which arg fully guarantzed
by the United States; or obligations of the State,

2, Cerificates of deposit issued by a Stale or national hank, savings accounls of 3 Stale or Federal savings and
loan assoctation, or certificales of deposil or share certificates of a State or Federal credit union organized and
authorized lo operate in this Stale.

2. Commercial paper rated prime at the lime of purchase and maturing not more than 270 days after the date of
purchase.

4, Securities issued or guarantesd by agencies or instrurmentalities of the Linited States government,

5. United Slates governmenl or federal agency obligation repurchase agreements.

G, Bankers' acceplances issyed by 3 bank that is a member of the Federal Depository Insurance Corporation.

7. Mutua! funds composed entirsly of investment vehicles that are legal for direct investment by 2 Schaol District.

&, Invesiment pocls, as authorized by the Surplus Funds Investment Pool Act, Act No, 387 of the Public Actg of
1982, being sections 129.111 to 129,118 of the Michigan Compiled Laws, composed entirely of tnstnuments
that are legal for direct investrment by a School District.

Michigan Public Acts authorze schoal districts in Michigan to depasit in the accounts of federally insured banks,

credit unions, and savings and loan associations. Depasits of the District are at federally insured banks and cradit
unians in the State of Michigan in the name of the School Distriet.

-4



Lansville Schools
MOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

Federal Deposit Insurance Corporalion (FDIC), Federal Savings and Loan Insurance Corperation (FSLIC), and the
Mational Credil Union Administralion regulalions provide thal deposits of governmental units are to be separately
insured for savings deposils and demand deposits up to $100,000 each. Furthermcre, if specific deposits ane
requialed by stalute or bond indenlure, these specific deposits are to be separately insured for the amount of
BHI0000. Michigan School Code Section 1223 allows lhat security in the form of collateral, sursty bond, or
anolter form may be faken for the deposits or inveslmenls of a school district in 2 bank, savings and toan
association, or eredil unsion,

Lreposils

There is a cuslodial credit risk as it refates to deposils. In the case of deposits, this is the risk that i the event of 4
bank failure, the Districl's depaosils may not be returned to it As of June 30, 2008, the camying amount of the
Dislricl's deposits was $392,445 and the bank balance was 394,188, of which 5217982 was covered by federal
depository insurance. The balance of $176,191 was uningured and uncollateralized. The District had $1.100 of
cash on hand.,

Inveslments

As5 of June 30, 2008, the District had Lhe foliowing nvestrents:

Camying tMarket Weighted Average
Investment ype Amount Yatue Malurily
tnsured or registered for which the securities
are held by the District's name
Uncategorized poacled inveshnents
MLAFP - Cash Management Funds § 1,125,362 $ 1,270,285 A

The difference between the camying amount and market value noled above (8144.903) is a resull of autslanding
checks and adjustments that are drawn on the uncategorized pooled investment funds.

Credit risk

State law limits investrments in ¢ertain types of investments to a prime or belter rating issued by nationally
recognized stalistical rating organizations {NRSRO's). As of June 30, 2008, the District's invesiments in the
uncategonzed poded investmeni {ihe Michigan Liguid Asset Fund Flus) were rated AMA by Standard and Poor's.

Interest rate risk

The Tistrict will rinimize interest rate risk, which is the risk thal the market value of securities in the portfolio will
fall due to changes in markel inlerest rales, by strucluning the investment portfdio so thal securities mature bo mest
cash requirements for ongoing operalions, lhereby avaiding the need ko sall securities in the open market and
investing opecating funds gprimarily in shorter-lerm securities, liquid asset funds, money markst mutual funds, or
similar investrment poals and limiting the average maturily in 2ccerdance wilh Lhe District's cash requirements.

Concenlration of eredit risk

The District will minimize cancentration of credit risk, which is the risk of loss attributed to the magnitude of the
Disirict's investmant in a single issuer, by diversifiying the irvesiment portfolio so that the impact of potential losses
from any one type of security or issuer will be minimized.

-15.



Danzville Schools
WNOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

Custodizl credit risk

The District will minimize custodial credit rigk, which is the risk of loss due lo the failure of the security issuer or
backer, by imiting investrents to the types of securities autharized by the Board and pre-gualifying the financial
institutions, broker/dealers, intermediaries and advisors with which the District will do business in accordance with
Board approved policy.

The cash and cash eguivalents and investments referred lo above have been reported in either, the cash ang
cash equivalenls caption in lhe basic financial slatements bazed upon criteria disclosed in Mote A, The following
sumrmanizes the categorizalion of these amounls as of June 30, 2008:

Governmental Firuciary
Aclivities Funds Tolal
Cash and cash equivalants 3 1,392.200 8 _126.707 £ 1518007

Cue lo signifisanlly higher cash flow at cerain periads during the year, the amount the Diskicl held as cash, cash
equivalenls and investments increased significantly, As a result, the amount of uninsured and uncollateralizad
cash, cash equivalents, and investments were substantially higher at these peak periads than at year-end,

NOTE C: CAPITAL ASSETS

Capilat assel activity for the year ended June 30, 2008 was as follows.

Balance Addilionsf Caetions! Balance
Juby 1, 2007 Reclassiications Reclassifications  Jupe 30, 2008

Capital Assets Mot Being Depraciated

Land $ 130000 3 - § - 130,000
Capilal Assets Being Depreciated
Buildings and improvements 15,881,882 2,000 - 15,886,882
Equipment 1,195 8584 48,863 - 1,244,547
Vohicles B52 980 120,615 172,024 401,571
Subtatal 17,830,546 174,478 172024 17,833,000
Accumulated depreciation for:
Buildings and improvemernits { 11913321 ) o 2380970 - { 11,352,300 )
Equipment { 686445 ) 72411 ) - i 758,857 )
Vehicles [ &81.841) { 0540 7 | 72024 ) | 540,457 1
Sublotal { 12,481,708 1 381,930 ) ¢ Y2024y _{ 13701614 }
Met Capilal Assets
Being Depreciated 5,448 838 { 217.452 ) -0- 5,231,386
Tatal Net Capital Assets § 5578838 & 217452) § 0 E 5361386

Depreciaiion expense was nol allocated to governmantal fonctionzs, It appears an the slatement of aclivities as
“unallacated”.

- 16 -



Dansville Schogls
MOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE D: {ONG-TERM DEBT

The foltowing is & summary of changes in long-lein debt obligalions of the District for the year ended June 30,
2008.
Amaunts
Balange Balance Due Within
Juby 4, 2007 Addilion Deletions  June 30, 2008 _One Year

1988 Durant Resolution Bonds F B224a § - F - & B8244 % 6,432
1388 Refunding Bonds 3,120,600 - 3,120,000 -{i- -
2003 School Improvement Bonds 125,800 - 40,000 85 000 40,000
2005 School Improvement Bonds 210,000 - 20,000 190,000 25,000
2006 School Facility Bonds 60,000 - 20,0060 40,000 20,000
2008 Refunding Bonds - 2,930,000 - 2930000 245,000
Compensated Absences 25 332 203 692 176 B0 52 424 17,64

§ 30083576 $.3133692 B 376600 3 36000608 § 354003
Significant details regarding outstanding long-term debt {including current poriions) are presented befow:

{3eneral Obligation Bonds

3275000 2003 School Improvement General Cbligation Bonds dated October 15,
2003, due in anaual installments from $40,000 o $45,000, with interest at 3.50 percent,
payable semi-annually. 5 25000

§250,000 2005 School Improvemenl General Gbligalion Bonds, Serles I dated June 1,
2005, due in annual inglaliments from $25,000 to $30,000, with wnleresl ranging from
400 to 4,25 percent, payeble semi-annually, 190,000

560,000 2008 School Faciity Bonds dated Seplember 18, 2008, due in annual
instaliments of $20,0080 with interest at 4.75 percent, payable annually. 40,000

$2,930,000 2008 Refunding Bands dated February 26, 2008, due in annual
ingtallments from $240,008 to 5245000, with interest ranging from 3.23 to 4.00

percent, payable semi-annually. 2930 060
% .3.245.0
Eezolution Bonds

$115,577 1998 Durant Resolution Bands dated November 34, 1988, due in annog!
ingtallments from %8116 to §54,531, with interest of 3802147 percent, payable
anmually. The annual debt service payments refated to these bonds is paid through an
annual appropriation from the State of Michigan. The Stale of Michigan has
suspended payment until May 15, 2009, g 68244
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C=nsville Schools
MNOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTED: LONG-TERM DEBT - CONTINUED

On Febmuary 25, 2008, the Dislrict defeased the porion of the General Obligation 1998 Refunding Bonds, which
are due and payable May 1, 2009 through May 1, 2020, This was accomplished by establishing an irevorable
irust with an escrow agent composed of cash and U.S. govemment securities sufficient to meet the applizable
principal and interest obligalions. The Disticl issued General Obligation 2008 Refunding Bonds in the amount of
%2,930,000 (o provide resources to fund the escrow ameunts and pay the costs of issuance of the refunding
bonds. Accordingly, the lrusl account assets and liabilities for the defeased bonds are not included in the Dislrict's
finzncial staterments. Al June 30, 2008, bonds due and payable May 1, 2009 through May 1, 2020, for the Gensral
Obligation 1988 Refunding Bonds in the amount of $2,888,000 are considered defeased. The amount transferred
to the escrow agent exceeded the amount defeased by 557,820, Due to the immaterial nature of this amount it
was expensed in the curmenl year.

A5 a result of the advance refunding, Lhe District decreased its total deblt service requirements by $16G,885, which
resulted in an economic gain {difference between the present value of the debt service payments on the old and
new deblh of $155,460,

Coam ated A ces - In recognition of services to the District, a severance payment is made to eligible
employees according to their reéspective employment contracts.

Under GASB Statement No. 16 requirgments, the Diskict has elected o implement the “vesting” method of
calculating the compensated absences liability. The amounts accumulated for all emplovees currently vested are
calculated along with an amount for cther employees who currently are not vested bt are probable to vest in
fulure years, The amounts for employees who currently are not vested are calculated taking total unused sick pay
amounts at Jung 30, 2008 for all nonvested emplayess and multiplying it by a historicat lermination percentage.
This percentage is based on an estimate of the percentage of employees who have terminated employment fully
vested in the past five (3] years.

A summary of the calculated amounts of accrued compensated absences and related payroll taxes as of June 30,
2008, which has been recarded in the district-wide financial staterments, is as follows:

Vesiad Manvasted

Employees Employees Tolal
Compensated absences ¥ 220108 % 107,271 ¥ 327,380
Payroll taxes 16,838 8,206 25,044

..298847 B..13477 § 352424
The anrual requirerment ta pay the gebl principat and interest oulsianding for the Long-Term Dabl is as follows:

Durant Resolulon Bonds General Obligalion Bondy

Year Ending
June 30 Principal Inlerest Principal interest
008 b $432 % 1684 $ 330000 § 406570
2010 5,738 1,378 335,000 ITE, 00
21 7059 1,057 270,000 83,750
2012 A0 268 14,263 270,000 J54.TaG
2013 7.747 168 275,000 350,702
2014-2018 . 1,285,000 1,523,864
20182020 - - 450 GO0 S08.800

I 6f2as R 751 5 3245000 3 883713

18-



Cransville Schools
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE D: LONG-TERM DEBT - CONTINUED

The Curant Resolution Bonds refemed to above are bonds whose future debt service payments by the District are
contingent on an annual State of Michigan approprigtion. This is the only revenue source for making the annuat
debt service payments on these bonds. If the legislature of the State of Michigan fails to approprate the funds, in
any particular year, the District s under no abligation for payment of that year's debt obligation. The state of
Michigan had suspended pawiments on these bonds until May 15, 2008 1t appears this suspension will have no
financial impact on Dansville Schools in the future.

HOTE E: INTERFUND RECEIVABLES AND PAYABLES

The amount of interfund receivables and payables at June 30, 2008 are as follows:

Due o General Fund from:
Monmajor governmental funds $.__ 15861

Due o nonmajor governmental funds from:
General Fund §___ 33356

Amourts appearing as interfund payables and receivables arise from two types of ansactions. QCne type of
transaction is where & fund will pay for a good o service fhal at least a portion of the benefit belongs to another
fund. The second ype of fransaction is where one fund provides a good or service o another fund. Balances at
the end of the year are for transfers that have not clezred as of the balance sheet dale.

MOTE F: INTERFUND THANSEERS

Fermanent reallocation of resources between funds of Ihe reporting entity s classified as interfund transfers. For
the purpose of the staternent of activihes, all interfund transfers betwesn individual governmental funds have been
elimmnated.

Transfers lo nonmajor governments! funds fom:

General Fund § 290479
NOTE G: EMPLOYEE RETIREMENT SYSTEM

All of the Dislricl's employees, except sludents, are eligible to participate in the State wide Michigan Public Schoo
Employees' Reliremmenl Systern (MPSERS), a mulliple-employer, cost-sharing, State wide public employee
retirement syslem. The MPSERS issues a publicly available financial report that includes financial statements and
required supplemenlary information for the Plan, The report far the fiscal year-end September 30, 2007, the last
year gvailable, may be ablaned by contacling the State of Michigan, Department of Management and Budgst.

The payroll for employess covered by the MPSERS for the year ended June 30, 2008 was 34,050,185 of which
53,807,145 was for members who have elected the MIP option: the District's total payroll was 54,199,829,
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Cansyille Schools
WOTES TO FINANCIAL STATEMENTS

June 30, 2008

NOTE G: EMPLOYEE RETIREMENT SYSTEM - CONTIRUED

Effective January 1, 1987, Acl 91 of the Public Acts of 1985 established a volunlary contribution to the Member
Investment Plan (MIF). Employees fiest hired before January 1, 1930, made a one-lime irrevocable election to
confribute to the tax deferred MIP. For a limited pericd ended January 1, 1993, an active Basic Plan member may
have enrolled in MIP by repaying the contribulions and inlerest that would have been made had MIP enroliment
ocourred initially orior to Janwary 1, 1880, Employees first hired on or after Janoary 1, 1980, will automatically be
included in WHP,

Members in MIP may retire at any age after altaining thilly years of credited service, or at age sixly while stilf
waorking with a minimur total of five (5} years of credifed service, with credited service in each of the live {5} schoal
fiscal years immedistely preceding the retrement diowance effective date. The retirement gllowance is calculated
using a formula of 1.5% of the member's final average compensation multiplied by the iotal number of years of
credited service,

Employess wha did not elect the MIP option fall under the MPSERS Basic Plan and may relive after attaining age
sixty with ten (10} years of credited service; or attaining age fifty-five with thirty or mare years of eredited serviee; or
attaining age fifty-five while still working with at least fifteen (15) but fawer than fhirty vears of aredited service in
each of the five (B} school fiscal years immeadialely preceding the retirement allowance effective date. The
retirement allowance is computed using a formula of 1.5% of the averane of the highest total eamings duning a
period of sikty consecutive monlhs (five [5) years) multiplied by the total years to lhe nearest tenth of a year of
crediled senvice,

The MPSERS also provides dealh and disabilily benefils and health and medical, dental, vision, and hearing
insurance coverage. Benefits are established by Stale slalute.

For the pericd of July 1, 2006 1o September 30, 2008, the Districl was required by State stalule to contribute
16.34% of covered compensation for all wages to the Plan. For the period of October 1, 2008 to June 30, 2007 the
District was required by State stalute 1o contribule 18.72% of covered compensation for a1l wages to the Plan. The
total amount contributed to the Plan for ihe yeer ended June 30, 2008, and Ihe previous twa (2) vears is as follows:

hil P Cistric) Tolsl
June 30, Contribulions Contribulions Contributians
2008 % 120,388 $ B85725 § 808624
2007 121,484 716,712 838,206
2006 104,244 641,244 745,488

The following represents contributions as @ percentage of the applicable covered payrell for the cument and
preceding two {2) years:

MIP Cistrict
June 30 Contributions Contributions
2008 3.29% 17.0%
2007 4.0 17.4
20086 4.0 180
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Dansville Schools
NOTES TO FINAMCIAL STATEMENTS

June 30, 2008

MOTE H: FUND BALAMNCE RESERVES

Reserved fund balance is used to earmark a portion of fund balance to indicate Lhal it is not apprapriale for
edperdilures or has been legally segregated for a specific future use,

The following are the various fund balance reserves as of June 30, 2008

General Fund

Reserved for inventorjes 3 16,709

Menmajor governmerital funds
Reserved for invertories 3 Z,359
Reserved for debt service 98 008/
3 103,367

NOTE . RESTRICTED NET ASSETS

Reslriclions of net assels shown is the District-wide financial statements indicale lhat restrictions imposed by the
funding source or some other outside source which precludes thelr use for unrestricted purposes. The following is
the net asset restriclion a3 of June 30, 2008:

Governmental activities

Restricted for debt service 5 454883
Restrcted for sinking fund activilies 139,308
3185191

NOTE J4: EXCESS OF EXPENDITURES CVER APPROPRIATIONS

Michigan Public Act 621 of 1878, Section 18 and 18, a3 amended, provides thal a local governmental unit net incur
expenditures in excess of the amount appropriated.

In the body of the budgetary comparison schedule, the Dislnict’s budgeted expenditures in the General Fund have
been adopted and shown at the functional classification level, Budgeted expenditures for nonmaier Special
Revenue Funds have nol been presented.

During the year ended June 30, 2008, the Districl tcurved expandilures in excess of the amounts appropriated as
follows:

Amourts Amounts
Anpropriated Exnended Variance
Zerneral Fund
Supporting services
Student services $ 238521 0§ 239141 8 2,820
Other business services 198 533 220167 21,634
School administralion a7 628 542518 4,658
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Dansville Schools
WOTES TO FIMANCIAL STATEMENTS

June 30, 2008

NOTE K: RISK MANAGFMENT

The District participates in 2 pool, the MASB-SEG Property and Casually Pogl with other school disiricts for
prapefty, liability, vericle, smpioyes dishonesty, boiler and wachinery, in-land marine, crime, and erors and
amissions. The pool is organized under Public Act 138 of 1982, as amended as a govemmental group property
and casualty self insurance pogl. In the event the pool's claims and expenses for a policy year exceed the tolsl
normal annual premiurms for ssid years, all members of the specific pool's policy year may be subject to special
assessment ko make up Lhe deficiency. The Dislrict has not been infarmed of any special assessments being
required.

The District aiso paricipates in a peo!, the SEG Seif-Insured Workers' Disability Compensation Fund, with other
schaool districts for workers' compensation losses. In the event the pool's claims and expenses for a policy year
exceed Ihe total nomal annual premioms for said years, &l members of the specific pool's policy year may be
subject o spesial assessment to make up he deficiency. The pool is organized under Public Act 317 of 1963, as
amendad. The District has not been informed of any spesial assessmenls being required,

NOTEL: $SPECIAL EDUCATION UNDERFUNDING SETTLEMENT

Prior o lhe current year the Durant vs, State of Michigan caze was settled and the Slate was required o reimburse
each plaintff and nonplantiff District an agreed upon amount for past under funding of speciat education. Dansville
Fublic Schools, a nonplantiff District, was awarded $231,154 in the setilement, The funds are being paid as
follows,

a. Qne-half i5 being patd over the next tan {10 years, which began Novernber 15, 1838, The restrictions on
use of thess funds are detailed wilhin Slate School Aid Act, Section 11F{8) These funds are recorded
within the Generat Fund 28 categorical State Aid. At the end of the current year all these funds had been
exnended.

b. One-half is being paid over the next fifteen (15) years, which began May 15, 1998, The District borrowed
this portion of the setlement amournt through the Michigan Municipa! Bond Authority on Mavember 15,
1998, These funds were recorded as bond proceeds in the Capital Projects Fund, The bond procesds
may be used for any purpose specified in Section 1351 {a) of the Revised School Code. The debt service
payments for these bonds are to be made through an annual legislative approprizie.  If the Stale of
hickigan legisiature fails to make lhe annual appropriation the District is under no obligation far the debt
payments for that year. The Qistrict has pledged the annual State payments to the Michigan hMunicipat
Bored Autharily for payment of debl service,

NOTE M: SINKING FUND ACTIVITY

The Capital Projects Fund of the District includes the capital projects activities funded by local millage for 3 bond
sinking fund (the Sinking Fund Capital Projects Fund), and otier miscellanacus local revenues in that fund, For
the expenditures recorded within the Capital Projects Sinking Fund, the District has complied with the applicable
pravisions of Section 1212 {1) of the Revised School Code and the Mickigan Deparment of Treasury Leter Ma.
41i-94.

The fallowing is & summary of the revenues and expenditures in the Capital Projects Fund from the inception of
the fund as it relales lo these activities through the current fiscal year. These amounts relate to cumulative
projeci-to-date revenues/expendilures through the period ended June 30, 2008,

Sinking Fund
Revenues & 967358
Expenditures $  S17.050
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Danzville Schools
NOTES TO FINAMCIAL STATEMENTS

June 30, 2008

NOTE N: SHORT-TERM NOTES

On Auqust 20, 2007, the School issued 2 short-term State Schoagl Aid Anticipation Mote in the amount of
$1.200,000 for ke pumpose of funding operating expenditures until the 2008 State Aid payments resumed. This
short-lerm nole, which had a net gutstanding balance of $1,233,007 (principal and accrued interest expense
payable} at June 20, 2008, iz reported in the General Furd under the caption short-term nates pavable and lhe
applicable accnied interest under Ihe caplion accreed interest payable. The oulstanding balance was scheduled
lo be paid August 20, 2008,

MOTE O: FEEXIBELE BENEFITS PLAN

In Seplember 19986, the District approved by Board action to implement a flexible benafit cafeteria ptan estabiished
under Section 125 of Ihe Internal Revenue Code, The plan is available to all regular full-time and part-time
employess Ihat were provided wilh insurance benefits on September 1, 1896, and emplovees hired after that date
that are gffered insurance benefits by the District. The plan permite eligible employees with a cholee betwaen
receiving a cash benefit and certain tax-free benefils.

The plan is administered by Dansville Schoolz.

NOTE F: SUBSEQUENT EVENT

On August 20, 2008, the District received funds from the Michigan Municipal Bond Authority short-term cash flow
barmowing program. The loan in the amount of 1,800,000 was for the purpose of funding operating expenditures
untl the fscal year 2009 State Aid payments resume. Fulure anticipated State Aid and other local funds are
expected to be sufficient to cover this commitment.
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Dansville Schools
Generat Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended June 30, 20058

Yariance with

Finat Budget
Budgeted Amounts Positive
Onginal Firal Actual {Megative)
REVENUES
Local sgurces 3 206418 % 47r T4 5 420,721 3 {48,025)
Slate sources 6,576 963 6,558,054 £.555,059 {355}
Federal sources 163,487 148,695 163,977 5,282
TOTAL REVEMUES 7246 B74 7,182,495 7,133,787 £43,628)
EXPENDITURES
INSTRUCTION
Basic progranms 3,723,759 3,913,150 3894028 19,122
Added needs §93,345 628,532 20,428 8,153
TOTAL INSTRUCT OGN 4. 417,104 4,541,732 4,514,457 27,275
SUPPORTING SERVICES
Student services 236,734 236,521 238,141 f2.620)
instructional staff 245,033 238,655 230,548 a,108
General adminislration 306,613 271,335 250,568 20,517
Schon! adminislralion 520,174 537,628 542,518 {4 588)
Olher business services 163,036 198,533 220 167 (21.634)
Operations and mainkenance 613,340 11,793 A07 191 4,602
Transportation 466,536 487,937 4657 346 20,59
Other 122,085 146,905 142 438 4,468
TOTAL SUPPORTING SERVICES 2,673,561 2,729,357 2,700,217 20,140
TOTAL EXFENDITURES 7,030,665 7,271,088 7.274 674 86,415
EXCESS OF REVENUES OVER
{UNDERY EXPENDITLURES 156 208 {88,594) f7E.877) 12,717
OTHER FINANMCING SOURCES (USES)
County special education allpcation 225,000 258,163 258,163 -(}-
Payments fram other districls 8,523 8,521 7,332 {1,191]
Transfers lo ather funds {372,561} {302.0681% {200, 479) 11,582
TOTAL OTHER FINAMCING
SQURCES (USES) £139,038) {35,375) {24,384} 10,391
MNET CHANGE N FUND BALAMNCE 17,171 123,969) {100.861) 23,108
Furd balance, beginning of year 353,139 353,129 353,138 ~(}-
Fund balance, end of vear $ 030 0§ z22gTe 3 252278 0% 23,108
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ASSETS
Cash and cash equivalents
Due from other funds
Inventaries

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued payroil
Bue to other funds

TOTAL LIABILITIES

FUMD BALAMNCES
Reserved for
Invertories
Dbt service
Unresarved
Undesignated, reparted in
Special revenug funds
Capital project funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AND FUND BALANCES

Cansville Schools
MNarmajor Governmental Funds
COMEINING BALANCE SHEET

June 30, 2008

Special Revenue Funds

Dehbt Service Funds

Food G0 Athlatic
Service Alhtetics Sonds Facility
30,000 ¥ 1,570 ? 113,867 2

16,876 6,403 - -
2,359 - - -
5 49235 5 7973 § 113867 2
T 4148 § 1358 % -
17,186 5572 - -

- 15,861
21374 6,230 13,861 -0-
2,359 - -
- - 96,006 2
25502 14043 - -
27,261 1.043 23,006 2
$ 4923 2§ T97F § 113.867 Z
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Capital

Project
Fund
Sinking
Fund Total
£ 129,231 § 274670
10,077 33,358
- 2,358
$ 135,308 + 310,385
: - fF 5546
- 22 758
- 15,861
-0- 44,165
- 2,354
- 05,008
- 26 545
134,308 .39, 308
139,308 266,220
$ 139,308 & 310,285




Danzville Schools
Menmajor Governmenial Punds

COMBINING STATEMENT OF REVENUES, EXPENMDITURES, AND CHANGES IN
FUND BALANCES

Year ended June 30, 2008

Special Revenue Funds Dabt Service Funds
Food 5.0, Attrletic
Service Athlefics Bonds Eacility
REVEMNUES
Local sources 237790 % 43794 3 IBGI3E § -
State sources 5,319 - - -
Federal sources 89,227 - - -
TOTAL REVENLIES 343 336 43,794 3686138 -
EXFENDITURES
Current
Food service 29737 - - -
Adtiletics - 237,756 - -
Capital cullay - - - -
Debt sefvice
Principal retirement - - 240,000 80,000
Interest, fiscal and other charges - N 147 8ol 16,520
TOTAL EXPENDITURES 319,737 237,756 878922 496,520
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES 23,599 {193,962) {21,784} (96,520
OTHER FINANCING SOURCES {USES)
Eond premium - - 81,553 -
Bond proceads - - 2,830,000 -
Fayments to bond escrow - - {2,845,820) -
Transfers from aother funds - 193,961 - 95,518
TOTAL OTHER FINANCING SOURCES -0)- 193,961 65,733 46,518
NET CHANGE [N FUND BALANCES 23,559 i) 43,948 {2}
Fund balances, beginming of year 4 262 1,044 Bd 057 4
Fund balances, end of year F 27861 % 1043 % 98006 & 2

i



Czpital

Project
Fund
Sinking
Fund Total
B 150,133 3 7O7.855
- 16,318
- 88,227
150,733 93,401
- 318737
- 237,756
34,216 34,216
- 320,000
- 164,442
34.216 3,078,151
115,817 {172,750}
- 21,553
- 2,930,000
- {2,945,820]
- 280,479
-J- 366,212
15917 183,482
23381 82,758
F 139308 & 266220
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Dansville Schools
Private Purpose Trust Funds
COMBINING STATEMENT OF NET ASSETS

June 30, 2008

Superintendent's

Schotarships and Leifler
Memorials Schofarship Total
ASSETS
Cash and cash equivalents 3 1,582 % 41373 % 42825
LIABILITIES AND NET ASSETS
LIABILITIES g _ g S 0-
NET ASSETS
Held in trust for scholarships 1,552 41,373 A2 8925
TOTAL LIABILITIES AND NET ASSETS 5 1,852 § 41373 & 42825




Dansville Schools
Private Purpose Trust Funds
COMBINING STATEMENT OF CHANGES N NET ASSETS

Year Ended Juns 30, 2008

Superintendent's
Scholarships and Lefiler
Memorials Schelarship Total
ADDITIONS
Investment earnings
Interest b - 5 1,935 3 4,835
DEDUCTIONS
Other supporting Servicaes SO0 12 655 13,158
CHANGE IN NET ASSETS {500) {10,723} {11,223}
Met assets - beginning of year 2,052 52 156 54148
Met assets - end of year B 1,552 ¥ 41373 8

42525
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REFPORT OM INTERNAL CONTROL OVER FIMANCIAL REPORTING AND ON
COMPLIANCE AMD CTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED 1N ACCORDANCE WITH GOVERNMENT AUDITING STAMNDARDS

To the Board of Educalion
Dansvilla Schoois
Cansville, Michigan

We have sudiled the financial statements of the governmentsl activilies, the major fund, and the aggregate
remaining fund information of Dansville Schools as of and for the year ended June 30, 2008, and have issued our
report thereon dated October 13, 2008. We conducted our gudit in accordance with audiling standards generaity
accepted in the United States of Amerdcas and the standards applicable to financial aodits conlained in
Government Auditing Standards, issued by the Compirolier Gensral of the United Sales,

Internal Control Owar Financial Reporting

In planning and performing our audil, we considersed Dansville Schools' internal control over financial reporting a3
a tasis for designing our auditing procedures for the purpose of expressing our opinicns on the financiat
slaternents, but nol for the purpose of expressing an opinion on the effecliveness of the Dislret's internal control
aver financial reporfing.  Accordingly, we do not express an opinion on the effectiveness of the District's internal
condrot over financial reparling.

Qur consideration of internal conirat over Anancial reporting was for the limited purpose described in the preceding
paragraph and would not necessanly identify a1 deficiencies in intermal control.aver Hinancial repaning thal mighl
ke signficanl deficiencies or maberial weaknesses. However, 83 discussed below, we idenlified a certain
deficienty in internal contral over financial reporting that we consiger to be a significant deficiancy.

& control deficiency exists when the design or cperation of 8 control does not allow managemeant or empfayvess, in
the normal course of perfarming their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a3 conlrol deficiency, or combination of contral deficiencies, that adversely affects the
Ciskrict's ahility to initiate, aulhorize, record, pracess, or report financial data reliably in accordance with generally
accepted accounting principles such thal there is more lhan & remote likelihood \hat a misstatement of the
District's financiat statements hat is more than nconsequential will not be prevented or detected by the Dislrict's
internal contral. We consider the following deficiency to be a significanl deficiency in intarnal control over financial
reparting.

2008-1 DECENTRALIZED ACTIVITIES

Condilion: Various aclivities of the District (i.e., Student Activities, Athletics, Band Boosters, FTO, etc.} operate
accounting systems separately from the Central Business office and use the District's employer identification
number (E.IM) on heir bank accounis. Summarized financial information is accumulated on these activities
and recorded periodically in he centralized sccounting system, Duning cur analysis and testing of the internal
conteal struciure related to these decenlralized accounting systemns we noted certain deficiencies thal we fes
should be improved, Specifically we noted that receipls are not used for the Band Boosler account and that
check requests arg often not used for disbursement made from lhe alhletic account to officials and other cosls
associated with athistic events, It was also noted thal copies of signature cards are not matalained or updated
for these accounts.

kastrarsing »  Roohouer Hills » S5 Johins
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2008-1 DECENTRALIZED ACTIVITIES - CONTINUED

Criteria:  Supporting dosumentalion should be rantained o support all receipts and disbursemsnls, The
supporting docummsntation should be retained for audit purposes.  In addilion, he Dislkcl should periodicaliy
update signafure eards with the financial institlutions used by the District.

Effect: The District has not maintained adequate control over these decantrahzed aclivilies.

Recommendation: VWe recommend the District revigw the internal cantrals over Ihess decenlralized accounts and
put in place appropriate controls to assure the receipt and dishursemant activilies within these acoounts are
appropriately controlled. The District should aiso consider potartially requesting that certain activities (Booslers,
FTO, efc.} obtain their own E.LLN. to separate them from the Diskrict.

Commective Action Responsa: Management of the District is currentiy reviewing grocedures related to those
decenlralized activities

A material weakness is a significant deficiency, or combination of significant deficiencies, (hal resulis in more than
a remota likelinood that 2 material misstatement of the financial statements will not be prevented or detected by
Danzville School's intemal control.

Qur consideration of the intemal control over financial reporting was for the limited purpose described in the firsh
paragraph of thiz section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accardingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. We do not believe that the significant deficiency described above 5 a
material weakness.

Compliance and oltter Malters

As part of oblaining reasonable assuranceg about whether Dansville Schools' financial statements are free of
material missizlemenl, we performed tests of its cornpliancs with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have 5 dirgct material effect on the determination of
finanecial slatemenl amounts. Howewer, providing an opinion on compliance with lhose provisions was not an
objective of our gudit and, accordingly, we do npl express such an ppinion.  The results of our tests disclosed an
instance of noncompliance or other maters that 15 required to be reporied under Governmend? Auditing Standards
and which is described below.

2008-2 BUDGETS

Condition: As noted in the required supplamentary infarmalion of the financial stalements, some of the activities of
the Dristrict axcesdad the amounis appropriatad. The variances noted wera in the General Fund.

Criteria:  Michican Public Act 8§21 of 1978, as amanded, provides that |he Dislict adopt formal budgets for ail
applicable General and Spacial Revenue Funds, and shall nol incer expendilures in excess of the amounts
appropriated.  Alsp, the Public Acl reguires amendments to be perormed pror lo incuming additonal
expenditures.

Effect: The District has not maintained adequate control over budgetary compliance in gccordance with Stake law
in the areas where the overages occurred,

Recommendation: We recommend the District continua 10 moniior expendilures againsl adopled budgets in ail
applicable funds and make appropnate budget amendments as neadad.

Corrective Action Response: Management of the District is cumently reviewing procedures related o budgelary
compliance in accordance with State law,

We noted a certain other rmatter that we reported to the Administration of tre District in a separate letter dated
Oetober 13, 2008,

The Dislrict's responses 1o ke findings identified in aur audit are desoribed above. We did not audit Lhe Diskrict's
responsas and, accordingly, we express no apinion on them,
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This repor is inlended salely {or the inlormation and use of the administration, the Boeard of Education of Dansville
Schools, others wilkin the Distrct, the pass-through enlities, and Federal awarding agencies and is not intended fo
tre and should nol be used by anyone other than these specified parties.

M f% A,

ABRAHAM & GAFFNEY, P.C.
Cerified Public Accountants

Cciober 13, 2008
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MAMAGEMENT LETTER

To the Board of Education
Cansville Schocls
Dransyille, ichigan

Az you know, we have recently completed our audit of the records of Dansville Schoois as of and for the year
ended June 30, 2008. In connection with the zudit, wa feel that a cerlain change in your accounting and
administrative procedures would be helpful in improving management's control and the operalionzl efficiency of
the accounting and admimistrative functions. This suggestion is a resull of aur evaluation of Ihe internal conlral
structure and our discussions with management.

birnimal fund balance in lhe General Fund.

Curing the 2007 -08 fiscal year, the Dislrict used $100,861 of lund balance. This is the third yvear in 3 row that
the Disiricl has used fund balance in the General Fond,  Unreserved/Undesignated fund balance has falten
from $561.075 al June 30, 2005 o the present balance of $241.589. |n the curent enviranment of budgetary
reduchions and funding cuts, 1 is very difficult to maintain adequate Tund balance but it is important for the
District to have adequale reserves. The low fund balance made it necessary for the District to borrow $1.8
rnillign in Augusl 2008, Ihe largest amount the District has ever had e borow,

We suggest the District moniter budgetary progress very carefully going forward. The District should take all
available measures to avoid a further usage of fund balance, which would likely result in becoming a "Deficil
District" and necessitate further imvalvement from the Michigan Department of Educalion.

This condilion was consigerad in determining the naturg, liming, and &xtent of the audit lests to be applied In qur
audit of the Anancial slatements, and this report does naol affect aur repor an lhe financial slatements dated
Crctaber 13, 2008

This reporl is intended solely for the informalion and use of the Board of Education and administratior of
Cansville Schools and is not intended to be used by anyone other than these specified parties.

We wish to express our appraciation for the courtesy and coopearation extended to us during our audil, We are

avalilable to discuss any or all of these suggestions with you ard o provide assistance in the implemeanlation of
improvements.

Wﬂqy .;% “C,

ABRAHAM & GAFFMEY, P.C.
Cenified Public Accountanls

Cclober 13, 2008

East Lareirgr = Roghosior Hills = Sr ok



